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May 6, 1985 

Honorable Willie L. Brown, Jr. 
Speaker of the Assembly 
State Capitol 
Sacramento, CA 95H14 

Enforcement 

322~1 

Re: Advice Letter No. A-85-102 

Dear Speaker Brown: 

I have reviewed the article you sent me concerning those 
members of the University of California Board of Regents who own 
stock in companies which do business in South Africa. Since the 
Regents may soon be making decisions concerning divestment of 
UC's holdings in these companies, a question has arisen as to 
whether these Regents must disqualify themselves from the 
divestment decisions. 

Under Government Code Section 84113(b), any member of the 
Board of Regents who owns stock in companies doing business in 
South Africa can ask us for formal written advice concerning the 
disqualification requirements of the Political Reform Act. An 
official who acts in reliance on such formal advice has complete 
immunity from any administrative action, and a good faith 
defense against any court action, relating to the subject of the 
advice. We will be happy to provide prompt formal advice upon 
the request of any Regent who owns stock which may be the 
subject of divestment decisions by UC. 

Since we have not been asked for advice on behalf of any 
Regent who owns stock in any of the companies in question, I can 
only give you a general outline of how the political Reform Act 
applies to public officials (including Regents, legislators, and 
other officials) who may be faced with divestment decisions. 
Under the Act, a public official must disqualify himself from a 
decision if it is reasonably foreseeable that the decision will 
have a material financial effect, distinguishable from its 
effect on the public generally, on a business entity in which 
the official, or the official's spouse or minor child, has an 
investment of $1,000 or more. Government Code Sections 87100, 
87103. When we are talking about large companies which are 
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traded on the New York or American Stock Exchanges, an effect on 
the company is material if it will: 

(a) Increase or decrease the company's annual gross 
revenues by at least $250,000 ($1,000,000 if it is a Fortune 500 
company) , 

(b) Increase or reduce the company's expenses by at least 
$100,000 ($250,000 if it is a Fortune 500 company), or 

(c) Increase or decrease the company'sassets or 
liabilities by at least $250,000 ($1,000,000 if it is a 
Fortune 500 company). 

Any Regent, legislator, or other public official, who has an 
investment in a company that may be affected by a divestment 
decision, should seriously consider whether his or her 
disqualification from that decision is required by the Political 
Reform Act. Of course, without more information both as to 
specific divestment decisions being contemplated, and as to the 
.probable effect of those decisions on the companies in question, 
I can not say whether any disqualification would be required. 
If we are asked for formal advice on this subject, and are given 
the necessary information about the contemplated decisions and 
their probable effects, we will be able to provide more 
definitive answers. 

BAM:nwm 

Very truly you.r s, , ~ 

rf(iI.JtL ~tL( ) ;1- d[,1.A_iL0 
Barbara A. Milman 
General Counsel 



(C.~ 

BalTl£lllon. I ftoJClalld'n.'IC r. ItOCkbrolU!T 
Illd one-Ume chairman of the SUit public 
Illvestment task torce tormed b)l former Gov. 
Jerry Brown. cited lDOCIer potential coDtUc:t. 
_.01S. In ttlelr role IS mall8le1'S of UC pen· 
lioii I11III1s and endowmenlS. Illve ICa. to 
1iOCI1>\Ibllc Investment expel1.lle. he "'d. 

"Bow are ttley Dot aolDi to \lie ttlat Intonna­
Uon to ttlelr own Idvlntap?- Ban1J:II1on 
liked. -U'. Just llulfWl Dature.· 

lAIlIe GeJlaqll.. UC Mnlor Investment 
.mcer. coaceded dial replllI could use "10-
CIlJecI expert" lDIormaUoD to -reattler ttlelr 
O'WD. n ... • But Ile "ItroDIIY' d1sairee4 tbat 
lIIel1 behlvior II Inmtable Ud 1IIll.d. "We all 
aYe to bave ttle lllIbest decree or etI:Ilcs IDd 
... Ilade on DOo-publlc· recommeDdattoDl!l. 

1eIicIes. aid GeJlaqller. "1' would be 1011· 
C&! m IBIJne tbat tile ame III~ compa· 
.. would be ued (for lDvtmaeDlI) by I lot 
or PIOPI!: -

Divestiture of ue. South Atr1carI lDtel"t!lU 
.. been a 10q.nmaiDi controYeny. reaclltna 
back to 1977 wben ID UDluccesstu.1 proposal to 
IelIsucb stocks WIll Ooated by ttlen·u. Gov. 
Mervyn DymaIly. 

But IS discontent among crtUa has deep­
eaed In recent weells IDd the raai:s or protest· 
ers IDcreased almost daily lD C11ltorD.1a - IS 
weD IS It camplIIeI lICl'OSIJ ttle COtIDtry - UC 
.. nb appear readier tban ever before to 
I'8Olve ttle I.sie. I..ut week, 13 regenllltt.e1ld· 
eel I rally of 7,000 at UC Berkeley, wllere pro- . 
tillers argued for dlvestmellt for rour bOurs. 

Tbat Interest 11 lD marked contrast to ttlelr 
aaltude In 1978, wllea reaenlS rejected I pro­
paRI to establllLll I '"Iodally respoDSible In· 
.-ment policy" IDd adVilOry COUDeIi. 

BQDI8 bas aid ttaat wbile divestment ls II 
COIIlpl ex issUe, it alIo 11 I moral one. And 
WIllIe be bas said Ile has DOt made up bls mind 
bow Ile will vote on ttle qe, be believes the 
J'tIIIlII must CbaDp the statui quo. 

SItd 8qpl& "We mUlt dO IOIDettllag to rep 
ler our opj:losltlOll m dlat retlme.-


